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RESUMO 
Como resultado de inúmeros eventos de fraudes, crises e falta de governança ao longo da história, houve 
um avanço consistente na regulamentação de riscos. O objetivo deste artigo foi avaliar os mercados de 
risco norte-americanos e europeus como reguladores, representados principalmente pela COSO, OCDE 
e LSE. A metodologia utilizada foi o estudo de caso para investigar episódios bem-sucedidos de 
gerenciamento de riscos no Intercontinental Hotels Group e na companhia britânica de petróleo 
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Petroleum. Pode-se concluir por ambos, que o Enterprise Risk Framework (ERM) foi fundamental para 
alcançar os objetivos e ajudar os líderes seniores a disseminar uma cultura de controle de riscos em toda 
a instituição. Da mesma forma, uma liderança dirigente constantemente comunica e controla os 
diferentes níveis de risco. 
 
Palavras-chave: Gestão de riscos, ERM, COSO 
 
ABSTRACT 
As a result of numerous events of frauds, crisis and lack of governance through history, there were a 
consistent advance on risk regulation. The intention of this paper was to evaluate the North-American 
and European risk markets as the regulators, manly represented by COSO, OECD and LSE. The 
methodology used was the case study in order to investigate successful episodes of risk management on 
the Intercontinental Hotels Group and British Petroleum oil company. Could be concluded by both, that 
Enterprise Risk Framework (ERM) was fundamental to achieve the objectives and to help the senior 
leaders to disseminate a risk control culture all way of the institution. Likewise, a directing leadership 
constantly communicating and controlling the different levels of risk. 
 
Keywords: Risk Management, ERM, COSO. 
 
 
1 INTRODUCTION 
The Committee of Sponsoring Organizations of the Treadway Commission – COSO – is guiding 
a large number of companies on their internal control. Made in 2004 by four hands with 
PricewaterhouseCoopers, its framework is being essential for institutions to create their compliance 
documents. 
In addition, others institutions participated in the enhancement of risk management. Such as ISO 
– with the ISO 31000 standard -, OECD and LSE. The growth was mainly caused by corruption and 
failure events that happened by that time. Besides that, in the United States and in its followers, was 
stablished the Sarbanes-Oxley law of 2002, being nowadays well spread and even mandatory as a 
competition factor. 
The objective of this article is to evaluate the American and European markets by risk optical 
and the differences among those main influencing institutions. This work will answer how risk was 
handled in both regions and is oriented to academics and professionals of risk management, but also for 
those who make use of this as an increment of culture. A case study was used to demonstrate versions 
of success using a robust risk model.  
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2 RISK MANAGEMENT 
2.1 Enterprise Risk Management 
The ERM - Enterprise Risk Management - exists to help companies improve their capability to 
deliver value to their stakeholders (COSO, 2004). Being defined as: 
Enterprise risk management is a process, effected by an entity’s board of 
directors, management and other personnel, applied in strategy setting and 
across the enterprise, designed to identify potential events that may affect 
the entity, and manage risk to be within its risk appetite, to provide 
reasonable assurance regarding the achievement of entity objectives 
(COSO, 2004, p. 2). 
In this way, and in accordance with COSO (2004), the ERM intends to be: 
a) A process used by an organization for improvement. 
b) A result of an action of all the individuals, which are components of this entity mentioned. 
c) Used in the strategic planning. 
d) Broadcasted at all levels of the organization, helping persons to evaluate risks. 
e) Used to detect and control through responses according to the risk appetite of the entity. 
f) A way to give more security to the firm and its shareholders.  
g) Driven to deliver integrated objectives results. 
COSO (2004) says that every event has a positive and negative side. The first is defined as 
opportunities, and the second, as risks. This last can reduce or even impede companies to generate value. 
The objective is to stimulate the propensity of having positive impacts, because they can equalize the 
risk or even help build value. Therefore, the Enterprise Risk Management is responsible to lead with 
these uncertainties, linking them to the risks and opportunities correlated. 
According to COSO (2004), corporate management can add value when, linked to strategic 
planning, set goals in order to have harmony between growth and the rational use of its resources. 
Thereby, the ERM is used to: 
a) Relate the propensity to risk with the business strategy: the strategic planning is created based 
on the company’s appetite for risks, and also realizes its existence to create response alternatives 
in the corporate objectives. 
b) Give rapid risk responses: there is a diversified types of risk responses that can be used by the 
company according to the different scenarios, such as acceptance, avoidance, reduction and 
sharing. 
c) Decrease and prevent some operational costs: some events can be treated as the company, using 
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the ERM, identifies possible threats that could decrease its earnings. 
d) Enumerate and control risks: ERM helps companies to identify and even integrate the response 
to a high diversity of impacts correlated to the risks that can be listed. 
e) Capture opportunities: facing various types of scenarios, firms try to increase the use of the 
correctly identified opportunities, so that they can improve themselves against market. 
f) Have an economic development: after a right identification of risks and opportunities, the 
management can use the capital for the correct purpose, leading, therefore, to the vision pursued. 
With the use of the ERM attributes mentioned above, firms can obtain the desired profit, with a 
better use of its assets and reducing losses not only internal, but also having a law compliance and 
avoiding possible damages and surprises of the market (COSO, 2004).  
After establishing the vision and mission of the entity, the strategic plan is created. To ensure 
that everyone is aligned to the vision, some goals are fixed in different levels of the organization, and 
the ERM is created to guarantee the achievement of the different objectives (COSO, 2004), such as: 
a) Strategic: high objectives associated with the vision and supporting the mission of the entity. 
b) Operational: related to the rational use of the resources. 
c) Reporting: has to do with the confidence that reports convey to the stakeholders. 
d) Compliance: concerning to keep in line with the regulations and the law. 
The segregation mentioned above, helps companies to focus on each subject, even if they are 
related to each other. For instance, a single goal can be divided in two, in the operational and compliance 
sectors (COSO, 2004). 
Regarding the strategic and operational objectives, both are external, not entirely controlled by 
the company. However, ERM can give a notion to the management and the board of directors if they are 
leading to the right path. On the opposite side, both reporting and compliance objectives are internal, 
founded in the company’s hand, so that they can have a substantial help from the ERM on its 
achievement (COSO, 2004). 
The ERM is composed by eight elements that are characteristic to the way management lead the 
company (COSO, 2004): 
a) Internal Environment: dictates the organization’s pace and how workers see the risk appetite and 
how they deal with it. It is also about integrity, ethic, work philosophy and the workplace. 
b) Objective Setting: following the mission, the objectives area created and guaranteed by the 
management, so the entire organization can identify risks and opportunities. 
c) Event Identification: every event that can affect the goals must be identified. They are not only 
inside the company, but also composed by the economy, politics, competition etc. After 
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recognizing its existence, has to be correctly distinguished between risk and opportunities. 
d) Risk Assessment: refers to give a probability, also known as likelihood, and an impact to every 
risk considered. Risks are also analyzed by its inherence and its capacity to remain at a lower 
level after response (residual risk). 
e) Risk Response: responses like share, reduce, avoid and accept are contemplated by the 
management according to the risk appetite and tolerance. 
f) Control Activities: typically seen as procedures or policies, they exist to ensure that the risk 
responses are been effectively and efficiently implemented. 
g) Information and Communication: important contents are identified and transmitted all over the 
company in different flows. They must be disseminated with consistent form and frequency, so 
people can assimilate them. 
h) Monitoring: there is a total enterprise process of tracking risks, where these can be intervened if 
necessary. 
The relationship between the objectives and components already listed, are represented in the 
ERM framework cube, as seen next on picture 1. On it, the four objectives are found in the upper face, 
the eight components in turn, are listed in the front face and the entity’s units are right beside. 
 
 
 
Picture 1 - ERM framework cube. Source: COSO, 2004, p.5. 
 
COSO (2004) says that a way to measure the enterprise’s ERM effectiveness is by an evaluation 
of the eight components functioning. When the ERM is effective in all of the four types of objectives, it 
can be told that the management and the board of directors are substantially ensured that strategic and 
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operations are in the right way, the reports are reliable and the entity is complying with the regulations 
and law. 
2.2 North America 
Investigations in 1970 conducted by SEC – the North American Securities and Exchange 
Commission –, revealed corruption between the Lockheed Corporation and US public employees. The 
objective was to sell aircrafts by bribing government members making illegal contracts. At least 400 
companies of the US were investigated by irregular payments. The total amount is above 300 million 
dollars. The receivers are mostly government authorities, politicians and political parties 
(CENDROWSKI; WILLIAM, 2009). 
Further in US history, the BCCI bank was closed by not having internal controls, which helped 
senior executives to stole billions of the entity. Not mentioning money laundering, financing terrorism 
and nuclear technologies sale (HENEHAN; WALSH, 2008). 
A notorious case occurred in 2001, when Enron, an American energy company had its executives 
making up the financial statements, in order to ameliorate the enterprise scenario. The lack of internal 
control directed Enron to failure with a US$ 11 billion loss and a micro crash on the North American 
market (HENEHAN; WALSH, 2008). 
Not learning from mistakes, the executives of Worldcom, another US company, inflated the 
financial numbers, exalting the earnings. The result was the company shutdown and a 25 years prison 
sentence to its president, Bernie Ebbers (HENEHAN; WALSH, 2008). 
According to Fraser and Simkins (2016), nowadays, many ERM operators started to take place. 
These are the cases of Standard and Poor’s and Moody’s, that began to assess companies guided by the 
optical originated from the 2004 COSO ERM framework. 
Over legislative changes, auditors started to require not only financial statements, but also 
effectiveness of the internal controls. Among the existing legislation, stand out the FDICIA – Federal 
Deposit Insurance Corporation Improvement Act –, from 1991 and the SOX – Sarbanes-Oxley Act – of 
2002 (AKRESH, 2010). 
This event was important for the boards of directors of the companies and also for the United 
States to get out of the 2008 subprime crisis. By the risk fragility perceived in this history moment, many 
advancements would be mandatory to be made and the relevance of this issue was witnessed and 
understood (FRASER; SIMKINS, 2016). 
Although a lot is needed to be done, Beasley, Branson and Hancock (2015) affirm that of an 
amount of 100 big companies, only 25 have the ERM settled. For the large part it is still a moment of 
trying to introduce and even those who succeeded are still doing a fractional path. 
 Brazilian Journals of Business 
 
Braz. J. of Bus., Curitiba, v. 1, n. 4, p. 1592-1604, out./dez. 2019. ISSN 2596-1934 
 
1598  
 
After many corporate scandals, the SEC, the PCAOB – the Public Company Accounting 
Oversight Board – and the US authorities are demanding more transparency, especially through official 
reports. SOX pointed out the risks on the accountability area, requiring documentations and internal 
control tests regarding the financial reports (ELGOOD; FULTON; SCHUTZMAN, 2008). 
Fraser et al. (2014) say that success cases are based on two crucial factors. The first one is the 
power of communication to engage teams, frequently made in workshops, meetings or pronouncements 
being conducted by the senior managers. The second item is known as prioritization, which means 
different scales of risks. For each risk is attributed an impact, likelihood, controls and its levels of 
tolerance. 
2.3 Europe 
Recently, the European market was the stage of many corruption cases. One of its prominent 
events, is the Parmalat Italian company in 2003. Almost closing doors was the result of 8 billion euros 
of difference when comparing reality to what Parmalat informed to its investors. The fulminating point 
was when the new CFO mentioned not having access to the financial statement of the last years 
(HENASH; WALSH, 2008). 
In France, by the year of 2008, the Société Générale Bank revealed losses above 7 billion dollars 
due to the fraud made by Jerome Kerviel, an employee that produced false documents to beneficiate the 
company`s numbers. This event was said the greatest in France corruption history (UDEH; DHILLON, 
2008). 
The European market is influenced by two important institutions: OECD and LSE. The first one 
is the Organization for Economic Cooperation and Development (OECD). According to Hopkin (2010), 
is an international organization that gives state support to face the threats occasioned by the 
globalization. 
It created six principles of enterprise governance, as seen next on table 1, with a special attention 
to the stakeholder, this, with the capability to influence all the market. OECD has the role to bring 
equality for all the components of the globalized system (HOPKIN, 2010). 
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Picture 2 - OECD principles of corporate governance.  
 
Source: Hopkin, 2010, p.177. 
 
 
The second important component of the European market is the London Stock Exchange (LSE). 
It produces directives for the governance of the firms, focusing on the responsibilities and effective 
management of the board and the senior management (HOPKIN, 2010). 
The LSE proposes also a simple governance framework, represented on picture 2, focused on the 
board centralization and supervision. There are two fundamentals ideas: the the responsibilities of the 
board and the stakeholder’s points of interests. The first one talks about membership, accountability, 
delegation and remuneration. And the second, strategy, corporate social responsibility, risk, audit and 
disclosure. 
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Picture 3 - Corporate governance framework.  
Source: Hopkin, 2010, p.178. 
Hopkin (2010) says that the OECD and LSE framework determine the requirements of the 
corporate governance that will have to be followed. Also, LSE exposes a simplistic framework, and 
other components as strategy, social responsibility, audit etc. must be evaluated.  
 
3 CASE STUDY  
3.1 The Intercontinental Hotels Group Case 
In accordance to the Hopkin (2010) case, the European Intercontinental Hotels Group (IHG) has 
developed a risk management high maturity, existing in all the company’s processes. The strategic 
planning was aligned with the group mission and was composed by three pillars: 
a) The safety and security of all the individuals associated to the hotel service: guests, employees 
and third parties. 
b) The effectiveness of the operational process and its risks controls would be responsible for the 
brand prestige. 
c) The reputation of the group would have to be maintained and well disclosed.  
The group focuses on the risk management made by all and gives all the support for the plan to 
be executed. As part of this view, are the proprietors, the hotel services and the administrative employees. 
To accomplish the effective risk management, a defined work instruction and a collection of 
resources is given. The ERM is worried about making accessible the risk knowledge to all member of 
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the hotel chain and also to guarantee that everyone knows how to operationalize it. 
Besides that, the chain created a safety and security framework for all the owned and managed 
hotels, identifying, evaluating and giving the right implementation of the management to mitigate the 
risks. They were always putted in contact with others risk managers to help making the hotels a safety 
place. 
Over the years IHG has developed risk management strategies to assess and treat individual types 
of risk. This has involved developing policies, standards and guidelines, raising awareness levels, 
training staff on the controls and systems which have been developed for their use and reviewing and 
reporting upon progress and continued risks. 
Security risks, particularly the threat of terrorism, have increased. In recent years, IHG has 
developed an increasingly sophisticated response that is intelligence-led and risk-based. The security 
risk environment is highly dynamic and needs to be managed both centrally and 
locally in hotels. In common with all risk strategies, there are three elements that must be 
developed and maintained: physical and technical systems, people capabilities, processes 
and procedures. 
The management activities are being adapted and applied to manage corporate risks. This 
initiative is led by the Executive Committee, facilitated by the Risk Management function and integrated 
with quarterly strategic reviews.  
3.2 The British Petroleum Case 
In 2008, the audit committee reviewed reports on risks, controls and assurance for the BP 
business segments (exploration and production, refining and marketing), together with alternative 
energy, information technology and services, the proposed reorganization of the group finance function 
and BP’s trading function. The committee also reviewed BP’s long-term contractual commitments and 
the provisions made for environmental remediation and decommissioning. 
A joint meeting with the safety, ethics and environment assurance committee was held to review 
the general auditor’s report on internal controls and risk management. A further joint meeting was held 
in early 2009 to assist the board in its assessment of the effectiveness of internal controls and risk 
management in 2008. 
The committee discussed key regulatory issues during the year as part of its standing agenda 
items, including the quarterly internal audit findings report and a review of the company’s evaluation of 
its internal controls systems as part of the requirement of section 404 of the Sarbanes-Oxley Act. The 
effectiveness of BP’s enterprise level controls was examined through the annual assessment undertaken 
by the internal audit function. 
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The lead audit partner from the external auditors attends all meetings of the audit committee at 
the request of the committee chairman. The committee held two private meetings during the year with 
the external auditors without the presence of BP management, in order to discuss issues or concerns 
from either the committee or the auditors. 
Performance of the external auditors is evaluated by the audit committee each year, with 
particular scrutiny of their independence, objectivity and viability. Independence is maintained through 
the limiting of non-audit services to tax and audit-related work that fall within defined categories. This 
work is pre-approved by the audit committee and all non-audit services are monitored quarterly. 
During the year, the audit committee evaluated the performance of the internal audit function and 
agreed to the proposed program of work for the year (being satisfied that it appropriately responded to 
the key risks facing the company and that the function had adequate staff and resources to complete its 
work). 
The audit committee received an annual certification report from the functional compliance and 
ethics group, together with quarterly reports that highlighted financial issues raised through the group-
wide employee concerns program. The committee further received quarterly updates from internal audit 
on instances of actual or potential fraud. 
4 DISCUSSION AN RESULTS 
The objective of this work was to evaluate the American and European markets, as well as the 
principal regulators institutions.  
It was verified that the ERM was developed mainly for the senior executives as a tool to identify, 
measure and control the company`s risks and its level of tolerance. The main responsibility of those is 
to communicate the model to the entire hierarchy and permanently make sure that it is effectively 
working. 
A ERM is a model to complement the enterprise`s existing one. It has to be used to guarantee the 
achievement of the strategic, operational, reporting and compliance objectives and serve to mitigate 
undesirable risks. 
Different from the North American COSO, the European market is influenced more likely by the 
international OECD organization and the London Stock Exchange rules. 
The history facts in both continents revealed that crisis and fraud scandals were essentials for the 
creation and development of risk regulator institutions, standards and laws. As well as the biggest audits 
started to include this subject as an increase demand of the market and recent crisis events leaded by 
corruption. 
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The cases presented revealed that internal control was the foundation made by directed 
leadership, shared values and a culture that emphasizes accountability control.  The various risks faced 
by the two companies were identified and assessed routinely at all levels and within all functions.   
Control activities and other mechanisms are proactively designed to address and mitigate the 
significant risks.  Information critical to identifying risks and meeting business objectives is 
communicated through established channels across the company. The entire system of internal control 
is monitored continuously and problems are addressed timely.  
 
5 FINAL CONSIDERATIONS  
5.1 Reviews and Comments 
This article had the propose and was limited to evaluate the North American and European 
markets. As well as only the main regulator institutions were considered. The case study was based on 
success marks and the fundamental practices used to achieve it. 
5.2 Recommendation for Future Works  
As a work proposal, it is recommended a research in other markets diferente from those here 
used, as the Asian and South America ones. Also, it is instigated a case study analyzing failure events 
and the predominant causes.  
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